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Inflation and the U.S. Balance of Payments 


In a panel discussion on inflation and the U. S. bal- 
ance of payments, at a meeting of the National Indus- 
trial Conference Board on November 19, Mr. Frank A. 
Southard, Jr., the U.S. Executive Director of the Inter- 
national Monetary Fund, said that the comparatively 
moderate role of foreign trade in the U.S. economy 
could be adduced to indicate that international trans- 
actions did not bulk large as a determinant of the 
general price level or of the presence or absence of 
inflationary conditions in the United States. However, 
the experience of recent years shows that U.S. net 
exports of goods and services were not without a sub- 
stantial influence, serving appreciably to accentuate or 
to moderate trends of expansion or recession. During 
the period of sharp inflation in gross national product 
(GNP) since early 1958, the decrease of around $4 bil- 
lion, at an annual rate, in U.S. net exports of goods and 
services had a counterinflationary effect of some impor- 
tance. The steep rise in exports in 1956 and 1957 was 
one of the forces contributing to inflationary pressures. 
It was particularly strong in the capital goods sector, 
where much of the expansion in domestic demand was 
also concentrated. 


Much the more important aspect, however, Mr. 
Southard said, is the relationship between restraint 
of inflation in the United States and the achievement 
of balance of payments equilibrium. “The fact that our 
exports of goods and services represent only about 5 
per cent of our total GNP cannot be allowed to lull us 
into a state of mind in which we assume that our 
balance of payments is of no concern. On the contrary, 
satisfactory equilibrium in our balance of payments is 
essential for a number of very important reasons.” 


First, the world monetary system in recent years puts 
great emphasis on the role of reserve currencies, of 
which the only two important ones today are the U.S. 
dollar and sterling. Foreigners have large holdings of 
U.S. dollars (in deposits and short-term securities), 
currently amounting to about $18 billion, of which 
something more than half are officially held. The will- 
ingness of foreigners to hold dollars, as against gold, 
must in very large part depend on their confidence in 
the dollar. As Under Secretary of the Treasury Julian 
Baird has recently said, “any loss of confidence in our 
fidelity to sound monetary principles can cause our 
foreign short-term creditors to shift their balances, with 


a resulting strain on our gold reserves. This need not 
happen and we do not expect that it will.” 

Second, the United States is the greatest consumer of 
imported materials in the world. As the economy con- 
tinues to expand, its annual needs for imported goods 
will also tend to expand, and capacity to pay for the 
imports that will be needed depends on capacity to 
export goods and services on a sufficient scale. 

Third, the United States is a great power, and its 
economy is the largest and most important in the world. 
Along with this position of political and economic power 
come important responsibilities which are directly 
reflected in the balance of payments of the United 
States. The very large military expenditures abroad of 
the United States are one means by which its defense 
policy is carried out. The investments of U.S. private 
capital in foreign countries are also important in many 
ways, both to the U.S. economy and to foreign econ- 
omies. They take the form of interests in mineral and 
petroleum deposits, in rubber and banana plantations, 
in thousands of factories, and so on. Grants and loans 
by the U.S. Government are a tremendously important 
contribution to the strong and urgent drive for economic 
development in all of the underdeveloped countries of 
the free world. Just as in the nineteenth and twentieth 
centuries the United States obtained a large volume of 
capital from Western Europe, where there were excess 
savings, so today the United States is the largest external 
source of capital which the underdeveloped countries 
can tap. These important outflows for military purposes, 
for investment, and for economic development, which 
in the aggregate are currently running between $7 bil- 
lion and $8 billion per year, can be sustained only if 
the U.S. balance of payments is in good shape. The 
surplus of exports of goods and services over imports 
of goods and services (excluding military expenditures 
abroad) should be substantial—in fact, ideally should 
cover the greater part of those three big forms of out- 
payments—and this is the U.S. objective. 

Mr. Southard said that it would be irresponsible to 
accept the comfort offered by the conclusion of a recent 
report that the United States could in fact go on run- 
ning a sizable deficit for a very long time if the 
national interest required it and if it could be done in 
circumstances that would minimize the attendant diffi- 
culties. Certainly, deficits of the size which the United 
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States is incurring at present cannot be long sustained. 
A stable price level, the indispensable ingredient of a 
sound currency, is the equally indispensable contributor 
to and foundation of a satisfactory balance of payments. 
U.S. exporters cannot be expected to compete success- 
fully in foreign markets if they must do so against the 
background of inflationary price trends at home. This 
is the more true now that the other industrial countries 
of the world have themselves been substantially success- 
ful in arresting inflation and maintaining sound curren- 
cies. Moreover, the confidence that foreigners have in 
the dollar, and their consequent willingness to use the 
dollar as a reserve currency, are in very large part 
dependent on the success with which the United States 
maintains the dollar in a strong and stable position. 


Europe 


European Free Trade Association 


The convention of the European Free Trade Asso- 
ciation (EFTA) was initialed in Stockholm on Novem- 
ber 20. The countries participating are Austria, Den- 
mark, Norway, Portugal, Sweden, Switzerland, and the 
United Kingdom. The European dependencies of these 
countries will apparently be eligible for inclusion, and 
it is envisaged that members may also want their col- 
onies Outside Europe to join the EFTA in the future. 
It is laid down that, in principle, any self-governing 
state may apply to join the Association and that any 
member may leave it. It is expected that Finland may 
seek some form of associate status. 


The preamble to the convention emphasizes that the 
EFTA is being established to bring nearer a multilateral 
association of all the countries of the Organization for 
European Economic Cooperation, including the six 
members of the European Economic Community, ac- 
cording to the rules laid down by the General Agree- 
ment on Tariffs and Trade. More specifically, the 
convention states that the EFTA has four main aims: 
to maintain full employment in the member states; to 
ensure fair competition between the members; to avoid 
disparity in the conditions of supply of domestic raw 
materials between members; and to develop world 
commerce by reducing trade barriers. 


Under the convention, the member countries, except 
Portugal, agree to cut the tariffs between them progres- 
sively so that they will be abolished by 1970. The first 
cut of 20 per cent will be applied on July 1, 1960. Also, 
quantitative import restrictions will be relaxed grad- 
ually and completely removed by the end of 1969. To 
take account of its less developed industrial situation, 
Portugal will be allowed until 1980, if it so wishes, to 
complete the lifting of many import duties. The tariff 
cuts will apply to all industrial goods wholly produced 


Any evidence of the unwillingness or inability of the 
United States to maintain a reasonably stable price level 
would be regarded by foreigners as weakness and would 
be reflected in accelerated drains on U.S. gold reserves. 
The recent record of the United States in these mat- 
ters has, Mr. Southard concluded, been good. The 
wholesale and consumer price indices have for many 
months been reasonably stable. The fiscal policy of the 
Government has been aimed effectively at a balanced 
budget. The general monetary policy of the Govern- 
ment, including the Federal Reserve System, is firmly 
directed toward the avoidance of inflationary pressures. 
These favorable developments have been noted care- 
fully and approvingly by other countries, and it is im- 
portant that the record should continue to be good. 


in the EFTA area, to certain other goods to which a 
manufacturing process has been applied within the 
area, and to other products in which the component 
materials imported from outside the area account for 
50 per cent or less of the final export price. 

In principle, agricultural products are not included 
in the EFTA plan for general tariff reduction. The draft 
convention provides for bilateral agreements to be made 
in respect of import duties on agricultural products. 
The chief example of these, so far, is the Anglo-Danish 
agreement on pig products. The council of the EFTA 
is to meet annually to discuss problems; also, it will 
examine the possibility of reaching some unanimous 
decision on agricultural export subsidies before 1962. 


Sources: The Times, London, England, November 20 
and 21, 1959. 


Promotion of International Private Investment 

The Association Internationale d’Etudes pour la Pro- 
motion et la Protection des Investissements Privés en 
Territoires Etrangers (APPI) has been founded, as a 
Swiss nonprofit-making association with headquarters in 
Geneva. Its objective is to encourage the flow of private 
capital to the developing countries of the world in con- 
ditions of security. It is believed that, because of the 
lack of such conditions and of the presence of other 
noncommercial risks, private capital has not moved 
sufficiently to those areas where it is most needed. 
There is therefore a task of creating a more satisfactory 
and stable climate for investments abroad. The APPI 
believes that the development of a favorable climate in 
the relations between private parties and sovereign 
states would be much assisted if both parties knew that 
they could at any time resort to neutral legal or arbitral 
tribunals for the protection of their rights and interests. 
It therefore favors the establishment of a system of 
international arbitration with a view to ensuring the 
rapid and final settlement of disputes between private 
parties and sovereign states. 
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French Repurchase from IMF 


On November 19, France repurchased the equivalent 
of $200 million from the International Monetary Fund. 
In accordance with stand-by credits granted on Octo- 
ber 17, 1956 and January 30, 1958, France purchased 
from the Fund $262.5 million in the period February- 
June 1957 and $131.25 million in the period March- 
June 1958. The Fund’s holdings of French francs were 
subsequently reduced, in August 1959, by a drawing by 
Spain of French francs equivalent to $12.5 million. As 
a result of the recent repurchase, the Fund’s holdings 
of French francs have been reduced to 98 per cent of 
the French quota. 


Source: Le Monde, Paris, France, November 20, 1959. 


New French Franc 


By a decree published in the Journal Officiel of 
November 20, 1959, the French Government has 
decided that the creation of a new currency unit, the 
so-called “heavy” franc, which had been announced on 
December 28, 1958 (see this News Survey, Vol. XI, 
p. 208), will become effective on January 1, 1960 in 
Metropolitan France and the Departments of Algeria 
and Sahara and at a later, unspecified date in the 
Overseas Departments of Guadeloupe, Guiana, and 
Martinique. The new unit will be equal to 100 French 
francs and will be called “nouveau franc” (new franc), 
or NF. No change in currency unit is contemplated in 
the countries and territories of the French Community 
where the currency unit is the CFA (Colonies Fran- 
gaises d’Afrique) franc or the CFP (Colonies Fran- 
¢aises du Pacifique) franc. The complete replacement 
of the present coinage is expected to take four to five 
years, but notes will be replaced within two to two 
and a half years. 


Sources: Agence Economique et Financiére, Octo- 
ber 28, 1959, and Le Monde, November 18 
and 21, 1959, Paris, France. 


Reorganization of Belgian Coal Mining 


Measures to make Belgian coal competitive within 
the European Common Market by 1962 involve a 
reduction of productive capacity by about 5% million 
tons, to 23.4 million tons. By the end of 1959, ten 
pits with a productive capacity of 2 million tons will 
have been closed down. The Belgian Government has 
been authorized by the High Authority of the European 
Community for Coal and Steel (ECCS) to subsidize 
the production of certain mines that incur losses in 
selling at competitive prices. The maximum amount of 
coal to be subsidized is fixed at 8 million tons. 


The closing down of Belgian mines will put 27,000 
miners out of work. Readaptation aid has already been 
arranged for some of these men, but even after deduct- 


ing those who will be re-employed without further aid, 
further readaptation measures will be required for 
17,500 miners. For this purpose, the High Authority 
will set aside $4 million to the end of 1959 and $7.5 
million for the three years ending June 30, 1962. 
Unemployed men will receive 100 per cent of their 
former earnings for four months, 80 per cent for the 
second four months, and 60 per cent for the third four 
months. Displacement and removal costs will be paid, 
and, for one year from the time of dismissal, earnings in 
any new job will be made up, to the full amount of 
previous earnings. Free vocational training will be 
provided for those who require it. 


The High Authority’s payment of readaptation aid 
is conditional upon the planned closures and reorgan- 
ization being carried out by the promised date. Until 
that time, the funds will be advanced by the Belgian 
Government. 


The High Authority has also declared that coal mines 
in other ECCS countries finding themselves in a situa- 
tion similar to that of the Belgian coal pits will be able 
to benefit from similar aid. 


Under the ECCS Treaty and the Convention contain- 
ing the transitional provisions, ECCS subsidies designed 
to minimize hardships arising from closures of mines 
may be granted within the two years following the end 
of the transitional period, i.e., until February 10, 1960. 
This period has been extended for another three years 
by a decision taken by the ECCS Council of Ministers 
on November 17, in accordance with a proposal by the 
High Authority. 


Sources: Bulletin from the European Community, 
Washington, D.C., October-November 1959; 
La Libre Belgique, Brussels, Belgium, 
November 18, 1959. 


Swiss Investments in Europe 

In recent months, the Swiss Bank Corporation has 
issued bearer certificates representing shares of the four 
Italian enterprises, Montecatini Societa Generale per 
l'Industria Mineraria e Chimica, Societa Edison, Snia 
Viscosa, and Italcementi Fabbriche Riunite Cemento of 
Bergamo. This system is intended to facilitate the 
transfer of the shares of these companies within Switzer- 
land. Transfers would otherwise be impossible, as Ital- 
ian law recognizes only shares registered in the name 
of the real owner. 

The shares of Farbwerke Hoechst of Frankfurt have 
been admitted to trading on the Ziirich stock exchange, 
the first German shares to be reintroduced to the Swiss 
market since the war. The same treatment will shortly 
be given to the shares of August Thyssen. 


Source: Swiss Bank Corporation, Bulletin No. 71, 
Basle, Switzerland, October 1959. 





176 INTERNATIONAL FINANCIAL NEwsS SURVEY, November 27, 1959 


Housing in Sweden 

Housing construction in Sweden since 1954 has been 
on an unusually large scale, the average annual produc- 
tion of new apartments in 1954-58 having been about 
60,000, compared with 44,000 during the preceding 
five years. The housing shortage, which has been the 
main deficiency in Sweden’s economic life in recent 
years, is therefore becoming less acute. Nevertheless, 
the shortage is expected to persist for many years. At 
the beginning of 1959, there were 323,000 applicants 
registered with the municipal housing exchanges; though 
this figure may be inflated, a large proportion of the 
population is affected by the shortage. Even a small 
increase in rents might create equilibrium in the housing 
market by eliminating such applicants as could not pay 
the market price. However, the Government will not 
accept the immediate increase in rents which would 
follow the abolition of rent control and the withdrawal 
of housing subsidies, since it is considered that such 
action would merely foster congestion and lead to a 
general lowering of the standard of housing. 


Source: Svenska Handelsbanken, Index, Stockholm, 
Sweden, No. 7, 1959. 


German Federal Budget 

The German federal budget for the fiscal year start- 
ing April 1, 1960 was passed by the Cabinet on Novem- 
ber 11 and will now go to Parliament for further action. 
The budget totals DM 41.9 billion, DM 2.1 billion 
more than in 1959, and for the first time exceeds 
DM 40 billion. 

The Minister of Finance, Mr. Etzel, stated that, 
whereas he had referred to the current budget (for the 
fiscal year beginning April 1, 1959) as a “budget on 
the edge of deficit,” he would call the new budget a 
“budget of consolidation, but very close to the edge of 
deficit.” Original demands of all ministries totaled 
DM 45.5 billion; however, a cut of DM 2.4 billion was 
agreed, so that an expenditure need of DM 43.1 billion 
remains. Ordinary revenue is estimated at DM 38.9 
billion, of which DM 34.4 billion will come from taxes, 
DM 300 million from a special oil tax for the financing 
of road construction, DM 2 billion from mutually off- 
setting items (equalization of burdens levy), and 
DM 2.2 billion from other revenue. Mr. Etzel said that, 
in view of the favorable development of the German 
capital market, it was considered justifiable to draw up 
an extraordinary budget of DM 3 billion for expendi- 
ture which would yield productive assets and which is 
to be financed completely from borrowing. Thus, total 
revenue will amount to DM 41.9 billion; the difference 
of DM 1.2 billion between the acknowledged expendi- 
ture need of DM 43.1 billion and total revenue will be 
met by reducing by 6 per cent all expenditure appro- 
priations which are not fixed by statute and by dissolv- 


ing the guarantee account of the Federal Republic that 
is maintained in the United States for defense imports. 
The first of these two measures will account for DM 800 
million and the second for DM 400 million. 

The present budget has been drawn up for twelve 
months but, since the fiscal year of the Federal Gov- 
ernment, the Lander, and the municipalities is to be 
changed to coincide with the calendar year beginning 
January 1, 1961, the budget will be valid only until 
December 31, 1960. The appropriations for the first 
quarter of 1961 will be carried forward to the budget 
for 1961. In drawing up the tax revenue estimate, a 
further growth rate of the gross national product of 
5.5-6.0 per cent per year has been anticipated. 


Of the total increase of DM 2.1 billion over the 
1959-60 budget, DM 1.8 billion will be spent for social 
expenditure, such as higher payments for pensions of 
war victims (DM 900 million), higher federal subsidies 
for the Pension Insurance Fund (DM 300 million), and 
higher subsidies for the Pension Fund of the Coal 
Miners (DM 220 million). Total social expenditure 
thus will rise to DM 10.7 billion in the next budget. 
The defense budget will rise by DM 1 billion, to DM 10 
billion, of which DM 8 billion covers new appropria- 
tions and DM 2 billion covers appropriations previously 
made but not yet spent. An increase of DM 724 mil- 
lion will be for road construction; total federal expendi- 
ture for road construction will thus amount to DM 1.8 
billion. Expenditure on account of agriculture will rise 
by DM 200 million, to DM 2.6 billion, and expenditure 
on housing by DM 100 million, to DM 1.8 billion. The 
major decrease, DM 544 million, will be for expenditure 
on account of federal debts, and is possible because of 
previous advance payments to the United States and 
the United Kingdom. 

Revenue from income taxes on wages and salaries 
is expected to rise by DM 1 billion, to DM 7.1 billion. 
This implies wage increases, and it was explained that 
the expected rise in productivity would very likely lead 
to increased wages. Receipts from the turnover tax 
will increase by DM 850 million, to DM 14.15 billion, 
and customs receipts by DM 200 million, to DM 2.6 
billion. 

Sources: Frankfurter Allgemeine Zeitung, Frankfurt 
am Main, Germany, November 12 and 13, 
1959; Handelsblatt, Diisseldorf, Germany, 
November 12 and 13-14, 1959. 


Austrian Budget 

The Austrian Government has adopted budget esti- 
mates for the calendar year 1960 and submitted them 
to Parliament for approval. In the ordinary budget, 
receipts are estimated at S 41.2 billion, and expenditures 
at S 41.1 billion. The extraordinary budget provides 
for investment expenditures of § 1.2 billion. Thus, with 
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total budget expenditures estimated at S$ 42.3 billion, 
the over-all budget deficit in 1960 is expected to be 
S 1.1 billion. 


A comparison of the 1960 budget estimates with the 
estimates for the current year (see this News Survey, 
Vol. XI, p. 152) shows an increase of 12.9 per cent in 
ordinary budget receipts and of 9.6 per cent in ordinary 
budget expenditures. During the period January- 
September 1959, tax receipts of the Government were 
5.5 per cent greater than during the same period in 
1958, and receipts of the Federal Railroads and of the 
State monopolies (which are included in the budget) 
also increased. The expectation of a further increase 
in government revenue is based on the assumption that 
the expansion of economic activity in Austria, which 
has led to an improvement in the budget situation in 
1959 (the over-all deficit this year, originally estimated 
at S 4 billion, is now expected to be about S$ 3 billion), 
will continue in 1960. Larger expenditures will result 
next year mainly from increases in the salaries of gov- 
ernment employees. Among the most important expend- 
iture items are § 1.9 billion for defense (slightly less 
than in 1959), S 1.8 billion for compensation deliveries 
to the Soviet Union, and § 1.9 billion for the debt 
service. 


The reduction of expenditures in the extraordinary 


budget from § 3 billion in 1959 to § 1.2 billion in 1960 
appears to indicate a significant reduction in public 
investment expenditures. The proposed budget law 
provides, however, that the Finance Minister be author- 
ized to raise up to § 3 billion on the capital market 
through the flotation of long-term bonds, and up to S 1 
billion through the issue of short-term Treasury Cer- 
tificates. It is believed that the Finance Minister intends 
to use this authorization, if conditions on the capital 
market are favorable and economic stability is not 
endangered, to finance certain investments which have 
not been included in the budget estimates, particularly 
investments of the Federal Railroads, investments for 
the modernization of the telephone system, and invest- 
ments in electric power projects. 


Sources: Wiener Zeitung, Vienna, Austria, October 21, 
1959; Neue Ziircher Zeitung, Ziirich, Switzer- 
land, October 21 and 22 and November 1, 
1959. 


Middle East 
Gold Market in U.A.R. (Egyptian Region) 


As a result of the closing down of mines on account 
of technical difficulties and high production costs, gold 
production in the Egyptian Region of the United Arab 
Republic was only 1,813 ounces in 1958, compared 
with 17,388 ounces in 1954. 


The volume of transactions in gold in the Musky 
market was reduced considerably during 1958. Genu- 
ine sovereigns nearly disappeared from the market, 
being replaced by sovereigns manufactured in Italy or 
Beirut, in which buyers were not interested. 

Source: National Bank of Egypt, Economic Bulletin, 
Cairo, Egypt, Vol. XII, No. 2, 1959. 


Trade Agreements of Ethiopia with U.A.R. and Germany 

A trade agreement between Ethiopia and the United 
Arab Republic (U.A.R.), which was concluded around 
the middle of October, provides that the two Govern- 
ments will extend to each other most-favored-nation 
treatment and will undertake to stimulate trade to a 
minimum value of LE 1 million during the first year 
of the agreement. This would mean that Ethiopian 
exports to the U.A.R. would be almost double those 
in 1958 and that U.A.R. exports to Ethiopia, which 
were less than LE 50,000 in 1958, would be increased 
substantially. 

Tentative agreement has been reached between the 
Governments of Ethiopia and the Federal Republic of 
Germany regarding the utilization of a DM 30 million 
credit which the German Government made available 
earlier to Ethiopia. Of this amount, DM 4.6 million will 
be used for the construction of a housing scheme and 
DM 1 million for hospital equipment and airport 
improvement; DM 17 million has been earmarked for 
the construction of a paper factory, but the final deci- 
sion on this project is to be taken after the completion 
of a report by German experts. 

Source: Middle East Economic Digest, London, Eng- 
land, October 30, 1959. 


Far East 
U.S. Agricultural Commodity Agreement with India 


An agreement between the United States and India, 
negotiated under U.S. Public Law 480, provides for 
financing the sale of $238.8 million worth (including 
certain ocean transportation costs, estimated at $37.6 
million) of U.S. agricultural commodities for rupees. 
The commodities included are 110 million bushels of 
wheat and wheat flour, valued at $182 million; 100,000 
bales of cotton, valued at $14 million; 3.9 million 
bushels of feedgrains, valued at $4.7 million; and 
500,000 pounds of tobacce, valued at $500,000. 

Sales will be made by private U.S. traders. Five per 
cent of the rupees obtained from the sales will be set 
aside for loans by the Export-Import Bank of Wash- 
ington to U.S. and Indian private enterprises. 

The first agreement with India under Public Law 480 
was signed in August 1956 and provided for commodi- 
ties with a total market value of $362.4 million, includ- 
ing certain ocean transportation costs. A supplemental 
agreement for $57 million worth of commodities was 
signed in June 1958. A new agreement, signed in 
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September 1958, provided for commodities valued at 
$238.8 million; a supplemental agreement for $11.4 
million, to cover additional shipments of wheat, was 
signed in October 1959. 


Source: Department of Agriculture, Press Release, 
Washington, D.C., November 13, 1959. 


Canadian Aid to Viel-Nam 


Under the terms of letters exchanged by the foreign 
ministries of Canada and the Republic of Viet-Nam, 
Canadian aid to Viet-Nam for the fiscal year 1958-59 
would amount to Can$200,000, to be used to purchase 
wheat flour and butter in Canada; additional aid of 
Can$100,000 would be used by Viet-Nam during the 
fiscal year 1959-60 for the purchase of Canadian wheat 
flour. The administrative procedure would be similar 
to that followed in the receipt of U.S. aid, and the 
counterpart funds would be used to finance technical 
assistance to the Dalat University. This is the first time 
that Canada has granted financial aid to Viet-Nam. 
Hitherto, assistance has been extended by sending tech- 
nicians and offering scholarships. 

Source: Marchés Tropicaux et Méditerranéens, Paris, 
France, October 3, 1959. 


Gold Production in Taiwan 

The government-operated Taiwan Metal Mining Cor- 
poration is to open new gold mines at a cost of NT$4 
million (about US$111,110). Asa result, it is expected 
that gold production in Taiwan will shortly be increased 
to an annual rate of 40,000 troy ounces. Production 
totaled 21,345 troy ounces in 1958; the postwar peak 
was 33,675 troy ounces in 1952. 


Sources: Industry of Free China, Taipei, Taiwan, 
August 1959; Far Eastern Economic Review, 
Hong Kong, October 29, 1959. 


Temporary Collection of Surtaxes in Taiwan 

As an emergency measure for meeting the financial 
crisis now facing the Chinese Government in Taiwan 
as a result of the NT$3.4 billion of damage caused by 
the floods during August in central and southern Taiwan 
(see this News Survey, Vol. XII, p. 94), a Presidential 
Order was issued on August 31 authorizing the tem- 
porary collection of surtaxes for use in the rehabilita- 
tion and reconstruction of flooded areas. The surtaxes 
range from 15 per cent to 40 per cent of present tax 
rates, and the periods of their collection range from four 
months to one year. The tax categories include busi- 
ness income tax; combined income tax; slaughter tax; 
land farm tax; house tax; commodity tax for cement, 
artificial rayon, food essences, plate glass, and sugar; 
and banquet tax. In addition, from September 1 to 
December 31, 1959, an increase of 36 per cent was set 
for power rates, 33 per cent for train and bus passenger 
fares, and 30 per cent for telecommunication rates. 
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According to the estimate of the Ministry of Finance, 
NT$600 million will be realized from the levy of sur- 
taxes. In addition, NT$250 million from increases in 
the cigarette and wine prices of the Monopoly Bureau 
and NT$200 million realized through government 
budgetary retrenchment will be used for emergency 
relief. 

The Presidential Order also stated that the interest 
and bonus from savings bonds to be issued by the Gov- 
ernment for raising funds for the rehabilitation of 
flooded areas will be exempt from income tax, and that 
no stamp tax will be required for the contracts of 
loans to be extended by banks for both private and 
government-sponsored reconstruction projects in the 
flood-devastated areas. The duration and the interest 
rates of government loans to be extended to flood vic- 
tims for reconstructing their houses will be free from 
the restrictions governing the loans for present housing 
projects. 


Source: Bank of China, Bi-Monthly Economic Review, 
Taipei, Taiwan, September-October 1959. 


Japan's Foreign Exchange Transactions and Reserves 


According to the exchange record of the Bank of 
Japan, Japan’s foreign exchange receipts in the first half 
(April-September 1959) of the current fiscal year 
exceeded payments by $223 million. Adjusted for 
changes in deferred payments (such as usance bills and 
cotton credits from the Export-Import Bank of Wash- 
ington), the surplus would be $116 million. In the 
same period of 1958, the adjusted surplus was $251 
million. 


During April-September 1959, Japan’s official for- 
eign exchange reserves increased by $235 million, and 


in October there was a further increase of $41 million, 
to $1,250 million. 


Sources: Bank of Tokyo, Weekly Review, Tokyo, 
Japan, November 2, 1959; The Journal of 
Commerce, New York, N.Y., November 10, 
1959. 


Easing of Dollar Restrictions in Brunei 


Brunei has substantially reduced the list of items 
which require specific licenses when imported from the 
dollar area. This relaxation parallels recent actions by 
the Governments of the Federation of Malaya and of 
Singapore. However, the degree of relaxation lags 
somewhat behind that introduced in the Federation of 
Malaya and in Singapore. 

Similar relaxations by the other two areas of British 
Borneo—Sarawak and North Borneo—are expected 
shortly. 


Source: Department of Commerce, Foreign Commerce 
Weekly, Washington, D.C., November 9, 1959. 
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Latin America 
Elimination of Advance Deposits for Argentine Imports 


The decision of the Argentine Government to dis- 
pense with the remaining advance deposit requirements 
for imports was announced by the Minister of National 
Economy early in November. This action is in line with 
the policy of trade liberalization followed by Argentina 
since the end of 1958 under its stabilization program, 
and follows a partial elimination of such requirements 
in May 1959. 

Source: The Review of the River Plate, Buenos Aires, 
Argentina, November 10, 1959. 


Petroleum Output in Argentina 

Argentina’s Minister of National Economy referred 
recently to the rapid progress now being made toward 
national self-sufficiency in fuel. The latest estimates 
indicate that by October 1960 Argentina should be 
independent of imported supplies of crude petroleum. 
Imports of crude petroleum and other oil fuels during 
the first nine months of 1959 totaled 6.6 million cubic 
meters, a reduction of 1.1 million from imports in the 
corresponding period of 1958. 
Source: The Review of the River Plate, Buenos Aires, 

Argentina, November 10, 1959. 


Other Countries 
Seasonal Issue of Treasury Notes in Australia 


The Australian Treasury announced that it would 
make its first seasonal issue of notes on November 25. 
The decision to issue these notes was announced in the 
budget last August, when the Treasurer explained that 
the purpose was to help in reducing the large seasonal 
fluctuations which occur each year in liquid assets of 
the banks and the public. The Treasurer said that the 
wide seasonal variations in liquidity have presented 
uncertainties to the banking system in the management 
of its funds and also have caused disturbances in the 
flow of funds in the capital market. This has tended 
to impede the efficient operation of credit policy. 

The new securities will be available at an issue price 
of £A 99 Ss., and as they are redeemable at par at the 
end of three months, they will yield £A 3 Os. 8d. 
per cent at maturity. The minimum subscription will be 
£A 5,000, and the securities will be issued in multiples 
of £A 1,000. The notes will carry the same income 
tax rebate as earnings from other Australian Govern- 
ment loans. Issues will be made fortnightly until next 
March. All will mature before the end of June 1959 
and will not represent any net borrowing by the Govern- 
ment during the present financial year. The Treasurer 
said the notes could be rediscounted at any time with 
the Commonwealth Bank. 

Source: The Financial Times, London, England, No- 
vember 16, 1959. 


New Capital Funds in Australia 

The net amount of new money raised from the invest- 
ing public by Australian public companies in 1958-59 
reached a new high of £A 187.5 million. This was 
65 per cent higher than the £A 113.2 million raised in 
1957-58 and almost double the £A 95.4 million raised 
in 1956-57. 

Of the total amount raised in 1958-59, about three 
quarters (£A 139.6 million) was in the form of deben- 
ture notes and deposits, compared with about two thirds 
(£A 74.3 million) in 1957-58. In 1958-59, companies 
borrowed £A 109.8 million for periods of more than 
12 months and £A 29.8 million (mainly deposits) for 
shorter periods. 


Sources: Treasury Information Bulletin, Canberra, 
Australia, October 1959; Australian Finan- 
cial Review, Sydney, Australia, November 5, 
1959. 


Australian Travel Allowances 

The Australian Commonwealth Treasurer has an- 
nounced that the basic travel allowance is to be raised 
from £A 1,625 to £A 2,000 per person in any period of 
12 months. Previously, only half of the basic allow- 
ance could be used for travel outside the sterling area; 
now, however, the full amount of £A 2,000 may be 
used for travel anywhere in the world. Applications 
for additional amounts for bona fide travel may be 
made through the traveler’s bank to the Commonwealth 
Bank of Australia. The purpose of this procedure is 
to ensure that transfers of capital are not made under 
the guise of travel expenditure. 

Arrangements by which certain fares for overseas 
travel could be paid in Australian currency have been 
extended to cover the payment of all fares for public 
transport and the rent of cars anywhere in the world. 
This widens the scope for making such payments out- 
side the sterling area. 

The Treasurer said that all currency areas have been 
placed on the same basis for gifts and transfers by 
emigrants. Any one person may now send up to 
£A 150 anywhere in the world; the limit had been 
£A 125 to the sterling area and £A 62 10s. to the 
non-sterling area. Emigrants from Australia will be 
able to transfer up to £A 2,000 on departure and the 
balance of their assets on the. establishment of perma- 


nent residence overseas, irrespective of the currency 
area concerned. 


Source: The Times, London, England, November 17, 
1959. 


New Zealand Sales Tax Concessions 

The New Zealand Finance Minister has announced 
the removal of the sales tax on beer and tobacco and a 
reduction of 4d. per gallon on petrol. As a result, it 
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is expected that the prices of cigarettes will fall from 
2s. 10d. to 2s. 7d. per packet of 20, beer from 9d. to 
7d. for an eight-ounce glass, and petrol from 4s. 2d. 
per gallon to 3s. 10d. The Minister also announced 
that social security beneficiaries and pensioners will 
receive an extra payment in a lump sum before 
Christmas; £NZ 1 million had been set aside for this 
purpose. Weekly pension rates are to be increased as 
from April 1, 1960, as compensation for the recent 
general wage increase (see this News Survey, Vol. XII, 
p. 132). 

In reviewing the half year’s public accounts, the 
Minister said that the budget estimates of taxation 
receipts for the full year may be exceeded. Customs 
duties during the first six months of the current finan- 
cial year were £NZ 20.8 million, compared with 
£NZ 16.8 million in the corresponding period of the 
preceding year. With a higher flow of imports begin- 
ning early in 1960, following the liberalization of import 
restrictions (see this News Survey, Vol. XII, p. 131), 
receipts from customs duties are expected to rise fur- 
ther, and they may exceed the budget estimate of 
£NZ 43 million. Receipts from sales taxes were less 
than last year, but the Government expects an increase 
in the second half; for the year as a whole, however, 
such receipts may be less than the budget estimate of 


£NZ 26.5 million. The Minister predicted that, despite 
the 20 per cent reduction in income tax rates effective 
in October (see this News Survey, Vol. XII, p. 56), 
income tax collections would exceed the estimate. On 
the payments side, heavier expenditure is expected dur- 
ing the second half of the financial year, but at present 
it is running close to the estimates. 


Sources: The Times and The Financial Times, London. 
England, November 4, 1959. 


Money Market Developments in South Africa 

The Chairman of the National Finance Corporation 
of South Africa, Dr. de Kock, in the course of his 
annual address to the Corporation’s stockholders noted 
the growth of money market institutions during the year 
ended September 30, 1959. The activities of the two 
private institutions, Union Acceptances and the Dis- 
count House of South Africa, which had been estab- 
lished in 1955 and 1957, expanded appreciably; and 
two new combined acceptance and discount houses, 
the Accepting Bank for Industry and the Central 
Finance Corporation, entered the market during the 
year. On September 30, 1959, the total assets of these 
four institutions amounted to £SA 44 million. 

In order to provide greater scope for operations in 
treasury bills by these institutions, and thereby to pro- 
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mote the development of a more active and flexible 
money market, the National Finance Corporation 
changed its call rate procedure. The call rate had pre- 
viously been quoted in eighths of 1 per cent and the 
margins between that rate and the average weekly 
tender rate had been maintained at not less than 
Ye per cent and not more than % per cent. In May 
1959, it was decided to maintain the margin as nearly 
as possible at 4% per cent and, for this purpose, to 
quote the call rate in fortieths instead of in eighths of 
1 per cent, i.e., in multiples of £.025. 


The Chairman further stated that, while the private 
money market institutions operate as competitors of 
the Corporation for short-term funds, they fulfill a 
valuable function by supplementing and complementing 
the activities of the Corporation, so as to form a more 
efficient and complete money market. 


Source: The Southern Africa Financial Mail, Johan- 
nesburg, South Africa, October 30, 1959. 


Stamp Memorial Lecture 

Mr. Per Jacobsson, Managing Director of the Inter- 
national Monetary Fund, delivered the Stamp Memorial 
Lecture in the University of London on Thursday, 
November 19, 1959. The lecture, whose theme is “a 
proper synthesis between the old gold standard rules 
and the new ideas of managed money,” has been pub- 
lished by the Athlone Press, under the title “Towards 
a Modern Monetary Standard.” 


Corrigendum 


Vol. XII, No. 19, November 6, 1959, page 153, item 
“Industrial Production in Germany”: All the percentage 
changes reported were calculated by comparing the 
indices of industrial production in 1959 with the indices 
for the corresponding periods of 1958. 


International Financial News Survey, written by mem- 
bers of the staff of the Fund, is based on material 
published in newspapers, periodicals, official documents, 
and other publications as cited at the end of each note. 
Explanatory material may be added, but no Fund 
editorial comment or opinion. Therefore any views 
expressed are taken from the sources quoted and are not 
necessarily those of the Fund. 
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